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Certified Public Accountants

Independent Auditor’s Report

September 22, 2008

Village Council
Village of Birch Run
Birch Run, Michigan

We have audited the accompanying financial statements of the govemnmental activities, the
business-type activities, the discretsly presented companent unit, gach major fund, and the
aggregate remaining fund information of the Village of Birch Run as of and for the year ended
June 30, 2008, which coliectively comptise the Village's basic financial statements as listed in the
table of contents. These financial statements are the responsibility of the Viflage's management.
Qur responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards reguire that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit inciudes examining, on a test basis, evidence supporting the amounts and disclosures in
tha financial staternents. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We befieve that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in ali material respects,
the respective financial position of the governmentai activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the Village of Birch Run as of June
30, 2008 and the respective changes in financial position and cash flows, where applicable,
thereof, for the year then ended in conformity with accounting principles generally accepted in the
United States of Ametrica.

In accordance with Government Auditing Standards, we have also issued our report dated
September 22, 2008, on our consideration of Village of Birch Run's intermal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts
and grant agreements and other matters. The purpose of that report is to describe the scope of
our testing of internai controls aver financial reporting and on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards and
should be read in conjunction with this report in considering the results of our audit.

|
G-2302 STONEBRIDGE DRIVE, BUILDING D, FLINT, MICHIGAN 48532
(810) 230-8200 FAX # {810} 230-8203



The management's discussion and analysis and budgstary comparison information identified in
the table of contents are not a required part of the basic financial statements but are
supplementary information required by accounting principles generally accepted in the United
States of America. We have applied certain limited procedures, which consisted principally of
inquiries of management regarding the methods of measurement and presentation of the required
supplementary information. However, we did not audit the information and express no opinion on
it.

Qur audit was caonducted for the purpose of forming opinions on the financial statements that
callectively comprise the Village of Birch Run's basic financial statements. The accompanying
other supplemental information listed in the tabie of contents is presented for purposes of
additional analysis and is not & required part of the basic financial statements. Such information
has been subjected to the audiing procedures applied in the audit of the basic financial
statements and, in our opinion, is fairly stated in all material respects in relation to the basic
financial statements taken as a whole.

Sincerely,
i Ga : ‘f!: T .l/] 7

Taylar & Morgan, P.C.
Certified Public Accountants



MANAGEMENT'S DISCUSSION AND ANALYSIS



Management’s Discussion and Analysis

As management of the Village of Birch Run, Michigan, we offer readers of the Village's
financial statements this narrative overview and analysis of the finuncial activities of the Village
for the liscal ycar ended June 30, 2008, We encourage readers to consider the mformation
presented here.

Financial Highlights

* The total assets of the Village exceeded its liabilitics at the close of the 2007-2008 fiscal
year by $7.813,112 {muad net assers). Of this amount, §3,697,735 (unrestricted nel
assets) may be used 1o meet the government’s ongoing obligations to citizens and
creditors.

= The government’s total net assets increased by $428,786 during the 2007-2008 fiscal
yeur.

* As of the closc of the 2007-2008 [iscal year, the Village’s govermmentat funds reported
combined ending fund balances of $941,022, a decrease of $46,497 in comparison with
the prior year. Approximately 99 percent of this total amount, or $931,147, is available
for spending at the government’s discretion (unreserved fund balance).

» At the end of the 2007-2008 fiscal year, unrescrved fund balance for the Village General
Fund was $605,845. This amount represents approximately 76 percent of total General
Fund expenditures.

« The Village’s total debt decreased by $100,000 during the 2007-2008 fiscal year because
of principal payments throughout the fiscal year.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Village's basic
financial statements. The Village™s basic financial statements comprise three components: 1)
government-wide [inancial statements, 2) fund financial statements, and 3) notes to the financial
statemnents. This report also contains other supplementary information in addition to the basic
financial statements themselves.

Government-wide financial statements. The govermment-wide financial statements  are
designed to provide readers with a broad overview of the Village’s finances, in a manner similar
1o a private-sector business.

The staterrent of net assets presents information on all of the Village’s assets and liabilitics, with
the difference between the two reported as ner assets. Over time, increases or decreases in net
assets may serve as a useful indicator of whether the financial position of the Village is
improving or deteriorating.

The statemeni of activities presems information showing how the government's net assots
changed during the most recent [iscal year. All changes in net assets are reporied as soon as the
underlying event giving rise 1o the chunge ocewrs, regardless of the timing of related cush flows.
Thus, revenies and expenses are reported in this statement for some iteros that will only result in
cash flows in future fiscal periods (e.g., uncollected special assessments),

3.



Both of the government-wide financial statements distinguish functions of the Village that are
principally supported by taxes and intergovernmental revenues (governmental aclivitics) from
other functions that are intended to recover all or a significant portion of their costs through user
fees and charges (business-type activities). The governmental activities of the Village include
legisiative, general government. elections, clerk and ireasurer, public safety, inspections,
planning and zoning, public works, and highways and streets. The business-lype activities of the
Village include sewer and water operations,

Fund financial statements. A fund is a grouping of related accounts that is used to maintain
control uver resources that have been segregated for specific activities or objectives. The Village,
like other state and local governments, uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements. All of the funds of the Village can be
divided into three categories: governmental funds, proprietary funds, and {iduciary funds.

Governmental funds. Governmental funds arc used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However,
unlike the government-wide financial statements, governmental fund financial statements focus
on near-term inflows and outflows of spendable resources, as well as on balances of spendable
resources available at the end of the fiscal year. Such information may be uscful in evaluating a
government’s near-term finuncing requirements,

Because the focus of governmental funds is narrower than that of the government-wide financial
staterniens, it is useful to compare the information presented for governmental funds with similar
information presenled {or governmental uctivities in the government-wide financial statements.
By doing so, readers may better understand the long-term impact of the government’s near-term
financing decisions. Both the governmental fund balunce sheet and the governmental fund
statement of revenues, expenditures, and changes in fund batances provide a reconciliation to
lacililate this comparison between govermnental funds and governmental activities.

The Village maintains three individual governmental funds, which are the General, Major
Streets, and Local Streets. Information is presented separately in the governmental tund balance
sheet and in the governmental fund statement of revenues, expenditures, and changes in [und bal-
ances {or the General, Major Streets and Local Streets funds, each of which are considered (o be
major funds.

The Village adopts an annual appropriated budget for its general and special revenue funds.
Budgctary comparison statements or schedules have been provided herein to demonstrate
compliance with those budgets.

Business-Type Activities funds. The Village mainlains one type of business-type activities fund.
Enterprise funds are used to veport the same functions presented as business-fype activities m the
government-wide financial statements. The Village uses two individual enterprise funds, which
are Sewer and Waler, 10 account tor its sewer and water operations.

Business-type activities funds provide the same type of information as (he government-wide
financial statements, only in more detail. The business-type activities fund financial statements
provide separate information for the sewer and water operations. both of which are considered
major funds of the Village.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of partics
outside the government. Fiduciary funds are nor reflected in the government-wide financial
statements becausc the resources of those {unds are not available to support the Village’s own
programs. The accounting used for fiduciary funds is much like that used for governmental
lunds,



Notes to the financial statements. The notes provide additional information that is essential to a
full understanding of the data provided in the government-wide and fund financial stalements.

Government-Wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial
position. In the case of the Village of Birch Run, total assets exceeded liabilities by $7,813.112 at
the close of the 2007-2008 fiscal year.

One of the largest portions of the Village's total net asscts (approximately 35 percent) reflects its
investment in capital assets (e.g.. tand, buildings, machinery and equipment); less any related
debt used to acquire those assets that is still outstanding. The Village uses these capital assets to
provide services to citizens; consequently, these assets are not available for future spending.
Although the Village’s investment in its capital assets is reported net of related debt, it should be
noted that the resources needed to repay this debt must be provided from other sources, since the
capital assets themselves cannot be used to liquidate these liabilities.

Village of Birch Run’s Net Assets

Governmental Activities Business-fype Activities Total
2008 2067 2008 2007 2008 2007

Current and other assers $090969 5 L041,483 % 4,130,004 § 37042903 $5,120973  £4.7457776

Capital assets 213,873 228,980 2,953.332 3,009,144 3,167.203 3,238,124
Total assets 1,204, 842 1270463 7083136 6.713.437 %.288,178 7,983,900
Long-term liabifiies . - 305,000 405,000 305,000 405,000
Other lisbilities 16,671 50494 723,395 (44,480 | 70,066 194,574
Total liabilitics 46,671 50,094 428,395 549,480 475,066 399,574
Net assets:
Tnvested in capital
assets. net of related
debt 2E3.873 228,980 2.548.332 2.504,144 2,762,205 2,733,124
Restricted - - 1,353,172 1.293.968 1,353,172 1,293,968
Unrestricted 94,298 991,389 2,753.437 2.365.845 3,697.735 3,387,234
Total net assets 1158171 51,220,369 $6,634.94 56,163,957 $7.813,112  $7.384,326

An additional portion of the Village's total net assefs {approximately 17 percenl) represents
resources that are subject to extemnal reserictions on how they may be used. The remaining
balance, which is unrestricted net assets (approximately 48 percent of the Village's total net
assets), may be used to meet the government’s ongoing obligations to citizens and creditors.

At the end of the current fiscal year. the Village is able to report positive balances in all three
categories ol net assets, both for the government as a whole, as well as for its separate
governmental and business-type activities. The same situation held true tor the prior fiscal year,

The Village's restricted net assets increased by $59.204 during the current fiscal year, This
increase mainly resulted from payments of debt service expenses and an increase in the restricted
assets held on behalf of others,



The Village's net assets increased by S$428,786 during the current fiscal ycar. This growth
largely retlects the degree to which ongoing revenues were cxceeded by ongoing expenses.

Village of Birch Run’s Changes in Net Assets

Governmental Business-type
Activities Activifies Total
2GR 20417 2008 2007 2008 2007
Revenues:
Program revenues:
Charpes for services $ 286.200 S 5M,737 3 897460 S831.063 S LIB3I660 13532800

Operating grants and

contributions 125,569 137,671 51,859 49,507 177,428 IR7.178
Cleneral revenues:
Propurty taxes 180,213 175578 1RG,2E3 175,578
Grunls and coniributions not
restricted to specific programs 117.629 13,909 1£7.629 113,909
Larestricted Evestment
Baruings 41,282 48777 164,520 166,980 205.802 213,157
Transfers 226,520 8.300 75,444 (8,300) J01.964 -
Other 4,297 4,399 2,137 10,155 6.434 [8.554
Total revennes R L,710 994 371 L 91420 1.049,405 2,173,130 2,043,776
Expenses:
General government 162,878 156,524 162,878 156,524
Public safery 472,750 474,81 472.750 474,311
Puhlic works 408,280 349,178 - - 408.250 349,178
Sewer - - 340,087 365,394 344087 365,394
Water - - 360,349 367,626 360,349 367,626
Total expenses 1,043,908 980,513 700,436 733,020 1,744,344 1,713,533
Increase (dececasc) in net asscls {62, 198) 13.858 460 984 316,385 428,786 330,243
Net assets, beginning 1,220,369 1.206,511 6,163,957 5.847.572 7384326 70540183

Toral net assets

5 1,158,171

S 1,220,369

$6.654.941 $6.163.957 $7.813.112

57384326

Governmental Activities. Governmental aclivities decreased the Village's net asscts by
$62.,198, and when combined with the growth in the business-type activities, results in an overall
increase in the net assets of the Villuge. The key element of the change versus the prior year is
as follows:

* Public Works expenses increased by $39.102 (approximately t7 percent) during the year.
This increase is related to the planned road maintenance activities in the 2007-2008 fiscal
year,



Expenses and Program Revenues - Governmental Activities
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Business-type Activities. Business-type activities increased the Village’s total net asscis by
$490,984. Key elements of the change versus the prior year are as [ollows:

= Planned increases in revenue, primarily due to the rate structure as the Village
accumulates  funds to undertake both shorl and Jong term system upgrades and
maintenance issues in the Water and Sewer systems.

* A decrease in expenses due fo a lesser amount of emergency and/or planned maintenance
oceurrences compared (o the prior year.

Expenses and Program Revenues - Business-type Activities
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Revenues by Source - Business-type Activities
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Financial Analysis of the Government’s Funds

As noted eurlicr, the Village uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Governmental funds. The focus of the Village's governmenral fundys is 1o provide information
on near-term inflows, outflows, and batances of spendable resources. Such information is nscful
in assessing the Village's financing requirements. In particular, unreserved find balance may
serve as a useful measure of a government's net resoarces available for spending at the end of
the fiscal year.

As of the end ol the 2007-2008 fiscal year, the Village’s governmental funds reported combined

ending fund balances of $941,022, a decrease of $46497 in comparisen with the prior year.
Approximately 99 percent of this total amount {which equals §931.147) constitutes unreserved

-g-



fund balance, which is available for spending at the governmenti’s discretion. The remainder of
fund balance is reserved to indicate that it is not available for new spending because 1t has
already been commitied for a variety of other restricted purposes.

The General Fund is the chief operating fund of the Village. At the end of the 2007-2008 hiscat
year, unreserved fund balance of the General Fund was $605.843, while the total General Fund
balance reached $615.720. As a mcasure of the General Fund’s liquidity, it may be useful to
compare fund balance to total fund expenditures. As calculated at the end of the 2007-2008 fiscal
year, unreserved General Fund balance represents approximately 76 percent of lotal General
Fund expenditures, while total General Fund balance represents approximately 77 percent of
total General Fund expenditures.

The fund balance of the Village’s General FFund increased by $24.323 during ihe 2007-2008
fiscal year. This is primarily atiributable 1o increases in tax revenue and increases in charges for
serviees.

The Major Streets Fund has a total fund balance of $226,347, which decreased by $29,104
during the 2007-2008 fiscal year. This decrcase was the result of an increase in the planned
expenses for major street scal coating and major street repairs.

The Local Streets Fund has a total fund balance of $98,9535, which decreased by $41,716 during
the 2007-2008 fiscal year. This decrease is attributable to an increase in the planned expenses for
loeal street seal coating and local street repairs.

Business-Type Activities funds. The Village's business-type activitics funds provide the same
type of information found in the government-wide financial statemenls, but in more detail,

Unrestricted net assets of the Sewer and Water Funds at the end of the year amounted to
$1,465,846 and $1,287 591, respectively. The Sewer Fund had an increase in net assets for the
year of $259,373 and the Water Fund had an increase in net assets for the year of 5231,611.
Other factors concerning the finances of these two funds have already been addressed in the
discussion of the Village’s business-type activities,

(Gieneral Fund Budgetary Highlights

Differences between the original and final amended budgets for expenditures were relatively
minor and the adjustments were made as a part of the Village’s budget procedures to address
changes in activity during the year.

Budget to actial comparisons for the Village’s General Fund were generally favorable. although
three account categorics were dentified in “Note 27 as being over hudget. In the Clerk/Treasurer
account category, corrections to prior accounting cniries in the Miscellaneous account were not
comprehended at the time of the budget amendment. In the Public Works Department accout
category, the budget amendment to fuel expense was too restrictive and did not comprehend the
June 2008 bills. In the Refuse Expenditure account category. the budget amendment was {00
restrictive and did not comprehend the June 2008 billing.

-10-



Capital Asset and Debt Administration
Capital assets. The Village’s investment in capital assets for its governmental and business-type
activities as of June 301, 2008, amounted ta $3,167,205 (nef of depreciation). This investment in
capital assets includes land, buildings, vehicles, system  improvements, machinery and
equipment. The total decrease in the Village's investment in capital assets for the current fiscal
year was approximately 1.7 percent. This figure consists of approximately a 6.6 percent decrease
for governmental activities and approximately a 1.9 percent decrease for business-type activities,
Major capital asset cvents during the 2007-2008 fiscal year included the following:

* Purchase of a new Chevrolet Tahoe Police Vehicle

*  Purchase of a new computer data protection unit (DPU)

= Purchase a new Sterling Dump Truck

Village of Birch Run’s Capital Assets
(net of depreciation)

Governmental Business-Tvpe Activitics Total
Actiyities
2008 2007 2008 2007 2003 2007
Land § 38000 $ 38000 % 36,392 % 36,392 3 74,392 % 74,392
Land improvements 80,328 114,672 21,562 25,756 117,891 143,428
Buildings 14,783 15,213 132,098 105,248 116,881 120,461
Sewcer System - - 2,188,771 2,261,857 2188771 2,261.857
Trucks & Heavy Equip 2,959 7,072 9,467 10,354 14,425 18,026
Police Equip 57,788 49,329 - - 57,592 49,329
Water Mains - - 408,156 427,602 408,156 427.602
Mach & Equip - 1.986 186,886 {41,935 187,786 143,921
Office Equip & Furn 4,015 2,108 - - 1,311 2,108
Total net assets $.213.873  §5.228080 $.2,933332 $.3.009144 3 3.067.205 5. 3.238.124




Long-term debt. At the end of the 2007-2008 fiscal year, the Village had total debt outstanding
of $405,000, which represents contractls payable to Saginaw County D.P.W,

Village of Birch Run’s OQutstanding Debt
Contracts Payable

Governmental Activities Business-Type Activities Total
2008 2007 2008 2007 2008 2007
Contracts payable s . % oo 5405000 $ 505,000  $405000 5505000

The Viljage's total debt decreased by $100,000 (approximately 20 percenl) during the 2007-2008
fiscal year, with the principal payments being the primary change during the year.

State statutes limit the amount of generat obligation debt a governmental entity may issue to 10
percent of its total assessed valuation. The current debt limitation for the Village is §7 981,190,
which is significantly in excess of the Village's outstanding general obligation debt.

Economic Factors and Next Year’s Budgets and Rates

The following factors were considered in preparing the Village's budget for the 2008-2009 fiscal
year:

» The September 2007 uncmployment rate for the Saginaw County arca (the Village 13 in
Saginaw County) was 6.9 percent, which is the same as the September 2006
unemployment rate of 6.9 percent a year ago. This was lower than the State of
Michigai's Scptember 2007 unemployment rate of 7.5 percent, but higher than the
United States September 2007 unemployment rate of 4,6 percent.

=  Modifications in the Village's Sewer rates were adopted to incorporate equipment
reptacement and capital improvement programs planned over the next ten years.

= Interest rales on bank deposits were estimated at 50% of the prior year’s return.

= The Village is comprised principally of residential areas. There s a stable business base
that includes some light industrial operation. Growth has been himited due to the current
ceonomic conditions of the State of Michigan.

Requests for Information

This financial report is designed to provide a general overview of the Village's {inances for all
those with an interest in the government’s finances. Questions concerning any of the information
provided in this report or requests for additional financial information should he addressed to the
Village Clerk’s office, 12060 Heuth Street, P.O. Box 371, Birch Run, Michigan 48415,
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GOVERNMENT-WIDE FINANCIAL STATEMENTS



VILLAGE OF BIRCH RUN
GOVERNMENT-WIDE STATEMENT OF NET ASSETS

JUNE 30, 2008
Primary Government
Governmental Business-Type Companent
Activities Activities Total Unit
Assets
Cash, cash equivalents and investments 3 923,161 3 2551775 3474936 & 499 572
Aeceivables 30,238 225,057 255,295 20,543
Due from ather governmental units 37,570 . 37,570 -
Restricted cash and cash eguivalents - 1,353,172 1,353,172 -
Non-depreciable capilal aszsets 38,000 - 38,000 89,043
Depreciable capital assets - net 175,873 2,953,332 3,129,205 535,625
Total assetls 1,204,842 7,083,336 8,288,178 1,144,783
Liabilities
Accounts payable and accrued expenses 48,671 23,395 70,066 16,785
Non-current Habilities:
Due within cne year - 100,000 100,800 122414
Due in more than one year - 305,000 05,000 1,732 428
Total liabilities 46,671 428,385 475,066 1,871,627
Net Assels
Invested in capital assets, net of relatad dabt 213,873 2.548,332 2,762,205 {1,242 746}
Restricted for:
Acquisition/construction/replacement of capilal assets - 1,383,172 1,363,172 -
Unrestricted 844,294 2 753,437 3,687,736 515,902
Total net assets & 1,158,171 ) 6,654,941 7813112 &  (726.844)
The notes to the financial statements 13

are an integral part of this statement.
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FUND FINANCIAL STATEMENTS



Assets
Cash, cash equivalents and investments
Due from State
Accounts receivable
Taxes receivable-delinguent
Interest receivable

Total assets

Liabitities and fund balances

Liabilities
Accounts payable
Payroll withheldings
Accrued payroll
Deferred revenue
Customer deposits

Total liabilities

Fund balances
Reserved for drug forfeiture funds
Reserved for D.A R.E.
Reserved for salvage inspections
Reserved for community awards
Reserved for code enforcement
Unreserved:
Reported in:
General Fund
Special Hevenue Funds

Total fund balances

Total liabilities and fund balances

The notes ta the financial statements
are an integral part of this statement.
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VILLAGE OF BIRCH RUN

BALANCE SHEET

GOVERNMENTAL FUNDS

JUNE 30, 2008

Total
Major Local Governmental

General Streets Streets Funds
615,434 % 211,963 § 95764 § 923,161
37.570 - - 37,570
5317 15,040 3,946 24,303
3.276 - - 3,276
2,302 337 20 2,659
663,899 § 227340 § 98,730 $ 990,869
15,364 § - 3 - & 15,364
1,532 - . 1,632
12,125 4993 775 13,893
3,278 - - 3,276
15,882 - - 15,882
48,179 993 775 49,947
9,182 - - 5,182
352 - - 352
291 - - 291
50 - - 50
606,845 - - 605,845
- 226,347 98,955 325,302
615,720 226,347 98,955 941,022
663,899 % 227340 &% 99730 % 990,969
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VILLAGE OF BIRCH RUN
RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCES
TO NET ASSETS OF GOVERNMENTAL ACTIVITIES
JUNE 30, 2008

Total Governmental Fund Balances $ 941,022

Amounts reported for govemmental activities in the statement of
net assels are different bacause:

Capital assets used in gavernmental activities are not financial
resourcaes and tharefore are not reported as assets in
governmeantal funds.

Cost of nat assets $ 981,570
Accumulated depreciation {767,697) 213,873

Deterred revenue for personal proparty tax raceivables are
reported as liabilities in the governmental funds
and as revanue or other financing sources in the

statement of activities. 3,276
Total net assets - governmental activities $ 1,158,171
The notes to the financial statements 16

are an integral part of this statement.



VILLAGE OF BIRCH RUN
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2008

Total
Major Local Governmental
General Streets Streets Funds
Revenues

Taxes 3 180,807 § - 3 - % 180,807

Licenses and permits 67,268 - - 67,268

State revenue 117,629 97,826 24,083 239,538

Fines and forfeitures 74,719 - - 74,719

Charges for services 147,873 - - 147,873

Cther revenue 26,109 15,225 4,245 45 579
Total revenues 614,405 113,051 28,328 755,784
Expenditures

Governing body 1,959 - - 1,959

Village cleritreasurer 46,066 - - 486,056

Public safety 481,013 - - 481,013

Zoning department 14,012 - - 14,012

Building inspector 80,275 - - 80,275

Planning commission 1,800 - - 1,600

Department of public works 104,503 - - 104,503

Highways and sireets 25,029 135,539 97,719 258,287

Refuse 41,096 - - 41,096
Total expenditures 795,543 135,539 97,719 1,028,801
Excess {deficiency) of revenues

over (under) expenditures {181,138) (22,488) (69,381) (273.017}
Other financing sources (uses)

Operating transfers in {out) 205,461 (6,618) 27,675 226,520
Total other financing socurces (uses) 205,481 (6,616) 27,675 226,520
Net change in fund balances 24,323 {29,104) (41,716) {46,497)
Fund balance - beginning of year 591,397 255,451 140,671 837,519
Fund balance - end of year % 615720 & 226,347 § 98,4955 & 941,022

The notes to the financial statements 17
are an integral patt of this statement.



ViLL AGE OF BIRCH RUN
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2008

Total net change in fund batances - governmental funds $ (46,497}

Amounts reported for governmental activities in the statement
of activities are different because:

Governmental funds report capital outlays as expenditures.
However, in the statement of activities, the cost of those
assets is allocated over their estimated usefu! lives as
depreciation expense. This is the amount by which
depreciation exceaded capital cutlay in the current period.

Capital Outlay $ 28,258
Depreciation Expense €43,365) (15,107}

Revenues in the statement of activities that do not provide
current financial resowrces are not reported as revenues in
the governmental funds. This amount represents the change

in delinquent personal properly taxes receivable. {594)
Change in net assets of governmental activities 3 {62,158)
The notes to the financial statements 18

are an integrat part of this stalement.



VILLAGE OF BIRCH RUN
STATEMENT OF NET ASSETS
BUSINESS-TYPE ACTIVITIES
JUNE 30, 2008

SEWER WATER
FUND FUND TOTAL
Current assels

Cash, cash equivalents and invesiments $ 1,393,934 § 1,157 849 $ 2,551,775

Accounts receivable 70,364 143,349 214,313

Irterest receivable 8,227 25617 10,744
Restricted current assets

Cash and cash aquivalents

Replacerment - 566,210 566,210

Sewer connection fees 786,962 - 706,962
Total current assets 2,253,487 1,870,517 4,130,004
Noncurrent assets

Property and aquipment - net 2,500,757 443,575 2,953,332
Total assets 4,769,244 2,314,002 7,083,336
Current liabilities (payable from current assets)

Accounts payable 676 14,334 15,010

Accrued expenses 1,953 2,382 4,335

Accrued intarest 4,050 - 4,050

Current maturities of contracts payable-Saginaw County D.P.W. 100,000 - 100,000
Total current liabilities {payable from current assets) 106,679 16,718 123,385
Current liabilities {payable from restricted assets)

Due to other governmental units - - -
Total current liabilities 108,679 16,716 123,385
Lang-term liahilities (exclusive of current maturities)

Contracts payable-Saginaw County D.P.W. 305,000 - 305,600
Total liabilities 411,679 16,716 428,395
Net assets

Invested in capital assets, net of related debt 2,104,757 443,575 2,548,332

Restrictad for acquisition/construction of capital assets 786,962 566,210 1,363,172

Linrestricted net assets 1,465,846 1,287,581 2,753,437
Total net assets b3 435765656 & 2297376 % 65854047

19
The notes (o the financiat statements
are an integral part of thig stalement.



VILLAGE OF BfRCH RUN
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS
BUSINESS-TYPE ACTIVITIES

The notes to the financial statements
are an integral past of this statement.

FOR THE YEAR ENDED JUNE 30, 2008

20

SEWER WATER
FUND FUND TOTAL
Operating revenues
Charges for services 3 386,142 % 502,31 $ 871,533
Miscellansous 1,003 1,134 2,137
Total operating revenues 370,145 503,525 873,670
Operating expenses
Salaries angd wages 69,100 80,452 149,552
Payroll taxes and fringe benefils 10,589 13,034 23,623
Sewage freaiment 50,845 - 50,845
Qperating suppfies 2,582 22,202 24,784
Utikities 10,495 4,561 15,056
Dues and subscriptions 481 596 1,087
Professional fees 34,372 28,107 62,479
Office expenses 1,333 1,336 2,669
Printing and publishing 250 164 414
Eguipment rental 20,230 12,523 32,753
Repairs and maintenance 2,496 522 3,018
Travel and training 165 267 432
Depreciation 112,969 25121 138,080
Water purchases - 181,576 161,576
Insurance 6,967 5,946 12,913
Capital outlay 3,607 2,876 6,483
Bad debt expense - 1,066 1,066
Total operating expenses 328,491 360,349 686,840
Operating incomef{loss) 43,654 143,176 186,830
Non-operating revenues/{expenses)
Connection/reniat fees 15,678 5,638 21,216
Interast income 66,247 68,273 164,520
Aeimbursemeants 4,711 18,724 23,435
Bond interes! and fiscal charges {13,598) . {13,598)
Contribution from Township for debt service 33,135 33,135
Total non-operating revenues/{expenses) 136,075 92,635 228,710
Incomef{loss} before transfers 178,728 235,811 415,540
Transfers
Transfers (out) 79,644 {4,200) 75,444
Net income/{loss) 259,373 231,811 490,984
MNet assets - beginning of year 4,008,192 2,065,765 6,163,057
Net assets - end of year S 4,357 565 § 2297376 $ 6,654 941




VILLAGE OF BIRCH RUN
STATEMENT OF CASH FLOWS
BUSINESS-TYPE ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2008

SEWER WATER
FUND FUND TOTAL

Cash tlows from operating activities

Receipts from customers 8 341,810 § 487844 % 839,454

Payments to employees (68.604) (79,802) {148,496)

Payments to suppliers {152,300} {265,754} {418,0586)

Cther operating revenue 1,003 1,134 2,137
Net cash provided {used) by operating activities 121,819 163,220 275,039
Cash flows from non-capital financing activities

Transfers in {out} 79,844 {4,200 75,444
Cash flows from capital and related financing activities

Connection fees 15,578 5,633 21,216

Acquisition of capital assets {80,653) (1,625} {82.278)

Principal payments on fong-term dabt {100,000) - {100,000)

Bond interest and fiscal charges {16,879} . (16,879

Reimbursamants 4,711 18,724 23,435

Contribution from Township for debt service 33,135 - 33,135
Net cash providad {used) by capital and refated financing activities (144,108) 22737 (121.371)
Cash Hlows from investing activities

Interest aarned on invesiments 88,020 65,756 153,776
Net cash provided {used) by investing activities 88,020 65,756 153776
Net increase (decrease} in cash and cash equivalents 145,375 237,513 382,888
Cash and cash eguivalents - beginning of year 2,035,521 1,486,538 3,522,069
Cash and cash equivalents - end of year $ 2180886 § 1,724.051 § 3,904,947

Recongiliation of Operating Income (Loss) to Net Cash
Provided {Used} by Operating Activities
Operaling income 5 43654 § 143176 0§ 166,830
Adjustments to reconcile operating income (los3) to
net cash provided by operaling activities:

Deprecigtion expenze 112,969 25,121 138,090
Decrease (increase) in assels:
Accounts receivable (27,332) {4,747} {32,079)
Increase (decrease) in labilities:
Accounts payable {7,878} {10.980) {18,858)
Accrued expenses 406 B850 1,086
Net cash provided by operating activities 5 121819 & 153220 § 275,039
The notes to the financial statements 21

are an integral part of this statement.



VILLAGE OF BIRCH BUN
STATEMENT OF FIDUCIARY ASSETS AND LIABIITIES
JUNE 390, 2008

Agency
Funds
Assets
Cash and cash equivalents 3 1,777
Liabilities
Due to D.AR.E. $ 1,777
The notes to the financial statements 22

are an integral part of this statement.
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VILLAGE OF BIRCH RUN
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

NOTE 1 - SUMMARY QOF SIGNIFICANT ACCOUNTING POLICIES

The Village of Birch Run (the “Village”) was organized in 1856 as a home rule village and covers
an area of approximately one square mile. The Village operates under an elected Village Council
of five members and provides services to approximately 1,660 residents in many areas including
law enforcement, community enrichment and development, and human services.

The accounting policies of the Viltage conform to accounting principles generally accepted in the
United States of America (GAAF) as applicable to governmental units. The following is a
summary of the significant accounting pdlicies used by the Village:

Reporting entity

As required by accounting principles generally accepted in the United States of America, the
financial statements of the reporting entity include those of the Village (the primary government)
and the Downtown Development Authority {the component unit). The Downtown Development
Authority (DDA} is included in the Village's reperting entity because of the significance of its
operational and financial redationship with the Village.

Comgponent Unit - In conformity with accounting principles generally accepted in the United States
of America, the financial statements of the DDA have been included in the financial reporting
entity as a discretely presented component unit. The DDA is reported in a separate column to
emphasize that it is legally separate from the Village. The members of the DDA are appointed by
the Village President and the DDA is fiscally dependant on the Village as the DDA is prohibited
from levying taxes and issuing bonded debt without the approval of the Village Council.

Governmant-wide and fund financial statements

The government-wide financial staterents {i.e. the Statement of Net Assets and the Statement of
Changes in Net Assets) report information on all of the nonfiduciary activities of the primary
government and its component unit. For the most part, the effect of interfund activity has been
removed from these statements. Governmental activities, normally supported by taxes and inter-
governmental revenues, are reported separately from business-type activities which rely, to a
significant extant, on fees and charges for support. Likewise, the primary government is reported
separately from the legally separate compenent unit for which the primary government is
financially accountable.

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function or segment. Program revenues inciude: (1} charges to
customers ar applicants who purchase, use or directly benefit from goods, services, or privileges
provided by a given function or segment; and (2) grants and contributions that are restricted to
meeting the operational or capital requirements of a particular function or segment. Taxes and
other items properly exciuded from program revenue are reported as general revenues.

Separate financial statements are provided for governmental funds, proprietary funds, and
fiduciary funds, even though the latter are excluded from the governmental-wide financial
statements. Major individual governmental funds and the major enterprise funds are reported in
separate columns in the fund financial statemants.



VILLAGE OF BIRCH RUN
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

Measurement focus, basis of accounting and financial statement presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary fund and fiduciary
fund financial statements. Revenues are recorded when earned and expenses are recorded
when a liability is incurred, regardiess of the timing of related cash flows. Property taxes are
recognized as revenue in the year for which they are levied. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the provider have been
met. When an expense is incurred for purposes for which both restricted and unrestricted net
assets are available, restricted resources are applied first.

Governmental fund financial statements are reported using the current finangial resouirces
measurement focus and the medified accrual basis of accounting. Revenue is recognized as
soon as it is both measurable and available. Revenue is considersd to be avaitable if it is
collected within the current period or soon encugh thereafter to pay labilities of the current
period. For this purpose, the government considers revenues ta be available if they are collected
within 60 days of the end of the current fiscal period. Expenditures generally are recorded when a
liability is incurred, as under accrual accounting. However, debt service expenditures, as weil as
expenditures relating to compensated absences and claims and judgments, are recorded only
when payment is due.

Property taxes, franchise taxes, licenses, intergovernmental revenuas, charges for services and

interest associated with the current fiscal period are all considered ta be susceptible 1o accrual

and so have been recognized as revenues of the current fiscal period. All other revenue items are

considered to be measurable and available only when cash is received by the government,

The Village reports the foliowing major governmental funds:

« The General Fund is the government's primary operating fund. It accounts for all financial

resources of the general govermment, except those required to be accounted for in
another fund.

+« The Major Streets Fund accounts for the grant revenues and the related operation and
maintenance of the major street system.

» The Local Streets Fund accounts for the grant revenues and the related operation and
maintenance of the local street system.

The Village reports the following major proprietary funds:

¢+ The Sewer Fund accounts for the activities of the Village’s sewage disposal and
treatment systern.

« The Water Fund accounts for the activities of the Village's water disiribution and
treatment system.

Additionally, the Village reports the fotlowing:
Agency Funds - The Agency Funds are usad to account for assets held for other governments in

an agency capacity, including tax collections. They are custodial in nature (assets equal
liabilities) and do not involve the measurement of results of operations.

24



VILLAGE OF BIRCH RUN
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

Private-sector standards of accounting ang financial reporting issued prier to December 1, 1989,
are generally followed in both the government-wide and proprietary fund financial statements to
the extent that those standards do not conflict with the standards of fhe Governmental Accounting
Standards Board. Governments also have the option of following subseqguent private-sector
guidance for their business-type activities and enterprise funds, subject to this same limitation.
The government has elected not to follow subsequent private-sector guidance.

As a general rule, the effect of interfund activity has been eliminated from the government-wide
financial statements. Exceptions to this general rule are charges between the government's
water and sewer function and various other functions of the government. Elimination of these
charges would distort the direct costs and program revenues reported for the various functions
concerned.

Amounts reported as program revenue include: {1} charges to customers or applicants for goods,
services, or privileges provided, (2) operating grants and contributions; and (3} capital grants and
contributions, including special assessments. Property taxes are reported as general revenues
rather than as program revenues.

Proprietary funds distinguish operating revenue and expenses irom non-operating items.
Operating revenue and expenses generally result from providing services and producing and
delivering goods in connection with a proprietary fund's principal ongoing operations. The
principal operating revenue of the sewer and water enterprise funds relates to charges to
customers for sales and services. The enterprise funds also recognize as operating revenues the
portion of tap in fees intended to recover the cost of connecting new customers to the system.
Operating expenses for proprietary funds include the cost of sales and services, general and
administrative expenses, and depreciation on capital assets. All revenue and expenses not
meeting this definition are reported as non-operating revenue and expenses.

Properiy tax revenue

Village propetties are assessed as of December 31 and the related property taxes become a lien
in May of the foliowing year.

Real property taxes not collected as of September 30 are turned over to Saginaw County for
collection. The County remits the collections fo the Village until the delinquent tax seltiement
date. Collection of dslinquent personal property taxes remains the responsibility of the Village
Treasurer.

The 2007 taxable valuation of the Village was 38,552,717, on which the ad valorem tax levy
consisted of 4.57 mills for operating purposes,

Assets, liabilities and net assets or equity
Cash and cash equivalenis — For purpases of the statement of cash flows, the Village has defined

cash and cash equivalents to include cash on hand, demand deposits, and shori-term
investments with original maturities of three months or less.

b
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VILLAGE OF BIRCH RUN
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

Investments - Investments are reported at fair value. Short-term investments are reported at
cost, which approximates fair value. Securities traded on a nationat oy international exchange are
valued at the last reporied sales price at current exchange rates. Investments that do not have
an established market are reported at eatimated fair value. As of June 30, 2008, the Village did
not have any deposits qualifying as investments.

fleceivables ~ All receivables are recorded at their gross value and, where appropriate, are
reduced by the estimated portion that is expected to be uncollactible.

Prepaid items — Certain payments to vendors reflect costs applicable to future fiscal years and
are recorded as prepaid items in both government-wide and fund financial statements.

Capital assets — Capital assets, which include property, plant, and equipment, are reported in the
applicable governmental or business-type activities column in the government-wide Jinancial
statements. Capital assets are defined by the government as assets with an initial individual cost
of more than $5,000 and an estimated useful life in excess of two years. Such assets are
recordad at historical cost if purchased or constructed. Donated capital assets are recorded at
estimated fair market value at the date of donation,

The costs of notmal maintenance and repairs that do not add to the value of the asset or
materially extend assets lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed.
Interest incurred during the canstruction phase of capital assets of business-type activities, if any,
is inciuded as part of the capitalized value of the assets constructed. No such interest expense
was incurred during the current fiscal vear.

Capital assets of the primary government are depreciated using the straight-line method over the
following usetful lives.

tand improvements 50 years
Buildings and building improvements 50 years
System infrastructure 510 30 years
Vehicles 31010 years
Machinery and equipment 5 to 20 years

Long-term gbligations - In the government-wide financial statements and proprietary fund types in
the fund financial statements, fong-term debt and other long-term obligations are reported as
liabilities in the applicable governmental activities, business-type activities, or proprietary fund
type statement of net assets. Bond premiums and discounts, as well as issuance costs, are
deferred and amartized over the life of the bonds using the effective interest method. Bonds
payable are reported net of the applicable bond premium or discount. Bond issuance costs are
reported as deferred charges and amortized over the term of the related debt.

In the fund financial statements, governmental fund types recognize bond premiums and
discounts, as well as bond issuance costs, during the current pericd. The face amount of debt
issued is reported as other financing sources. Premiums received on debt issuance are reported
as other financing sources while discounts on debt issuances are reported as other financing
uses. Issuance costs, whether or not withheld from the actual debt proceeds received, are
reported as debt service expenditures.



VILLAGE OF BIRCH RUN
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

Fund equity - In the fund financial statements, governmental funds report reservations of fund
balance for amounts that are not available for appropriation or are legally restricted by outside
parties for use for a specific purpose. Designations of fund balance represent tentative
management plans that are subject to change.

Interfund_transactions - During the course of normal operations, the Village has numerous
transactions between funds, including expenditures and transfers of resources to provide services
and to service debt. The accompanying financial statements generally reflect such transactions
as transfers. Qperating subsidies are also recorded as transfers.

Use of estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America reguires management o make estimates and
assumptions that affect the reporied amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenue
and expenses during the period. Actual results could differ from those estimates,

Comparative data

Comparative data is not included in the Village's financial statemsents.

NOTE 2 - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

Budgetary information

The Village follows these procedures in establishing the budgetary data reflected in the financial
statements:

1. The office staff submiis to the Village Council, at thelr April meeting, a proposed
operating budget for the fiscal year commencing the following July 1. The operating
budget includes proposed expenditures and means of financing them.

2. Public hearings are conducted to obtain taxpayer comments.

3. The budget is legally enacted through passage of a resolution at the May Village Council
meeting.

4, Formal budgetary integration is employed as a management control device during the
year for the General Fund and Special Revenue Funds.

5. Budgets for the General Fund and Major and Local Sireets Special Revenue Funds are
adopted on a basis consistent with accounting principles generally accepted in the United
Staies of America. The budget for the Downtown Development Authority Component
Unit was adopted on a cash flow basis of accounting.

6. Budgeted amounts are originaily adopted or as amended by the Vilage Council,



VILLAGE OF BIRCH RUN
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

£xcess of expenditures over appropriations in hudgeted funds

Public Act 621 of 1978, as amended, provides that a focal unit shall not incur expenditures n
excess of the amount budgeted. In the body of the financial statements, the Village's actual and
budgeted expenditures for the period have been shown as adopted by function on a modified
accrual basis.

Duting the year, the Village incurred expenditures in the foliowing funds which were in excess of
the amoumts appropriated in various activities as follows:

Budget Actual
Budget fem Appropriation  Exgenditure Variance
General Fund-Clerk/Treasurer $ 44,422 $ 46,056 £ (1.634)
General Fund-Departiment of Public Works $ 103,040 $ 104,503 $ (1,463)
General Fund-Refuse Expenditures § 36,970 £ 41,086 $ (4.126)

NOTE 3 — DEPOSITS AND INVESTMENTS

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an
investment. Investmants held tor longer peticds are subject to increased risk of adverse interest
rate changes. The Village's policy provides that 1o the extent practicable, investments are
matched with anticipated cash flows. Ihvestments are diversified to minimize the risk of loss
resulting from over-conceniration of assets in a specific maturity period, a single issuer, or an
individual class of securities and are invested primarily in shorter-term securities, fiquid asset
funds, money market mutuat funds, or similar investment pools.

Concentration of cradit risk is the risk of loss attributed to the magnitude of the Village's investment
in a single issuer, defined as 5% or mare of the Village's total investments. U.S. government
securities and 2a7-like investment pools are excluded from these restrictions.

Credit risk is the risk that an issuer or other counterparty to an investrent will not fulfill its
obligations. State faw limits this exposure by mandating that the Village's investments in
commercial paper and corporate bonds be limited to thase with a prime rating or better issued by
nationally recognized statistical rating organizations (NBSROs).

Custodial credit risk for deposits is the risk that in the event of a bank faiiure, the Village's deposits
may not be returned or the Village will not be able to recover collateral securities, if any, in the
possession of an outside party. At June 30, 2008, the Village had $4,730,475 of its deposit
balances uninsured and uncollateralized.

Cusiodial credit risk for investments is the risk that in the event of the faijure of the
counterparty, the Village will not be able to recover the value of its invesiments or collateral
securities that are in the possession of an outside party. This risk is minimized by the Village
thraugh limiting investments to those of a prime or better rating and pre-qualifying the financial
institutions, brokers/dealers, intermediaries, and advisors.

Foreign currency risk is the risk that changes in exchange rates will adversely affect the fair vaiue
of an investment. The Village is not authorized to invest in invesiments that would be subject to
this type of risk.




VILLAGE OF BIRCH RUN
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

The Village maintains a cash pool that is available for use by essentialty all Village funds. The
portion of this poo! attributable to each separate fund is shown on the statement of net assets as
“Cash and cash eguivalents”. In addition, various interest bearing savings and checking accounts,
certificates of deposits and invesiments are separately held by several of the Village's funds.

The Village is authorized by the Siate to invest surplus funds in the following:

« Bonds, securities, repurchase agreements and other obligations of the United States or
an agency or instrumentality of the United States.

« Certificates of deposit, savings accounts, deposit accounts or depository receipts of a
financial institution.

« Commercial paper rated at the time of purchase within the two highest classifications
established by not less than two standard rating services and that matures not more than
270 days after the date of purchase.

+ Bankers’ acceptances of the United States banks.

s Obligations of the State of Michigan and its political subdivisions that, at the time of
purchase are rated as investment grade by at least one standard raling service,

« Mutual funds registered by the Investment Company Act of 1940 with authority to
purchase only investiment vehicles that are legal for dirsct investment by a public
corporation.

+ External investment pools as authorized by Public Act 20 as amended through December
31, 1997,

The investment policy adopted by the Board authorized all of the investments allowable under
Michigan taw and is in accordance with statutory authority.



VILLAGE OF BIRCH RUN
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

NOTE 4 - CAPITAL ASSETS
Capital assets for the year ended June 30, 2008 were as follows:
Primary Government
Beginning Ending

Balance  Additions Disposals Balance
Governmental activities

Capital assets not being depreciated-Land § 38000 § - § - § 38.000
Capital assets being depreciated:
Land improvements 230,379 - - 230,379
Buildings 296,188 - - 296,188
Trucks and heavy equipment 167,156 - - 167,156
Police equipment 212,756 26,634 76,966 162,424
Machinery and equipment 73,575 - 38,000 35,875
Office squipment, furniture and fixtures 50.224 1.624 - 51,848
Tatal capital assets being depreciated 1,030,278 28,258 114,966 943,570
Less accumulated depreciation:
Land improvements {115,708) (18,343) - {134,051)
Buildings (280,975) {(430) - {281,405)
Trucks and heavy equipmant {161,483 (2,714) - {164.197)
Palice equipment (163,231) (18,371) 76,966  (104,636)
Machinery and equipment (72,489) {1,086) 38,000 (35,575)
Office equipment, furniture and fixtures (45,412} (2,421) - (47,833}
Total aceumulated depreciation {839.298) (43,365) 114.966 (767.697}
Total capital assets being depreciated, net 190,980 (15,107} - 175,873

Governmental activities capital
assets, net of depreciation $ 208980 $ (15107 § - $213.8/3
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VILLAGE OF BIRCH RUN
NOTES TO FINANCIAL STATEMENTS

Business-type activities

Capital assets not being depraciated:
Land
Capital assets being depreciated:
L.and improvements
Buildings
Sewer system
Vehicles
Mains
Furniture and equipment

Total capital assets being depreciated

Less accumulated depreciation:
Land improvemsnts
Buildings
Sewer system
Vehicles
Mains
Furniture and equipment

Total accumulated depreciation

Total capital asssats being depreciated,
net of depreciation

Business-type activities capitat
assets, net of depreciation

JUNE 30, 2008

Beginning Ending
Balance  Additions Disposals Balance
$§ 36392 § - & $ 36,392

53,690 - - 53,690
121,330 - - 121,330
3,662,345 . - 3,662,345
65,180 - - 65,180
747,962 - . 747,962
273,582 82.278 - 355,860
4,924,089 82,278 - 5,006,367
{27,934) (4,194} (32,128)
(16,082) (3,150} (19.232)
(1,400,488) (73,086) - (1,473,574)
(54,826) (887) - (55,713)
{320,360) {19,446} - (339,806)
(131.647) (37,327} (168,974)
(1,951,337) _(138.090) (2.089.427)
2,972,752 (66812} - 2,916,940
£3.000144 $B5812) &

Depreciation expense was charged to functions/programs of the primary government as follows:

Gavernmentat activities:

General government $ 20,600

Public safety 18,371

Public works 4,394
Totat depreciation expense-governmental activities  § 43,365
Business-type activities:

Sewer $ 112,969

Walter 25,121
Total depreciation expense-business-type activities § 138,090

3t



VILLAGE OF BIRCH RUN

NOTES TO FINANCIAL STATEMENTS

Component unit-DDA

Capital assets not being depreciated:
Land
Construction in progress

Total capital assets not being
depreciated

Capital assets being depreciated:
Land improvemenis
Buildings
Vehicles
Equipment

Total capital assets being depreciated
less accumulated depreciation:

Land improvements

Buildings

Vehicles

Ecuipment
Total accumulated depreciation

Total capital assels heing depreciated,
net of depreciation

Capital assets, net of depreciation

NOTE 5 ~ DEFERRED REVENLUE

JUNE 30, 2008

Beginning Ending
Balahce Additions Disposais Balance
$ 89043 § - & - 5 89,043
119,695 - 119,695 -
208738 - 119.695 89,043
379,738 . 7.600 372,138
8,754 - - 9,754
40,892 - 40.892 -
262827 188,626 97.000 355,453
683,211 189,626 145,492 737.345
(11,455) (11,537) - (22,992)
(6594) {325) - (1.019)
{40,892) - 40,892 -
(246,633) {28.078) 97,000 (177.709)
(299.674) (39.938) 137,892 (201.720)
393.537 149,688 7.600 535,625
$.602275 $ 149688 §.127.205 § 624,668

Governmental funds report deferred revenue in connection with receivables for revenues that are
not considered to be available to liquidate liabilities of the current period. Governmental funds
also defer revenue recognition in connection with rasources that have been received, but not
carned. At the end of the current fiscal year, the varicus components of deferred revenue and
unearned revenue reported in the governmental funds were as follows:

Property taxes receivable (General Fund)

Unavailable Unearned

3

3276 %

i
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VILLAGE OF BIRCH RUN
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

NOTE 6 - INTEREUND TRANSFERS

For the year ended June 30, 2008, the Village had the following interfund transfers:

Transier from:

Major

Streels Sewer Water Total
Transter to:
General $ - $ 4100 $ 4,200 & 8,300
Local Streets 22452 - - 22,452
Total $22452 §£ 4100 § 4200 § 30782

The transfer from the Major Streets Fund to the Local Streets Fund is for the purpase of funding
maintenance on tocal streets, which is not funded by intergovernmental revenues.

The transfers from the Sewer and Water Funds to the General Fund are for the purpose of

reimbursing the General Fund for certain administrative expenditures incurred by the General
Fung on behalf of the Sewer and Water Funds.

NOTE 7 ~ LONG-TERM DEBT

The following is a summary of long-term debt outstanding of the Village and component unit for
the year ending June 30, 2008:

Beginning Ending Due within
Balance Additions Reductions Balance One Year

Primary Government
Business-type activities
Contracts payablie-
1.45% to 3.9%,
due §/1/11

Caomponent Unit
Bonds payable-Bank
of New York, 4.4% to
5,25%, gue 6/1/23 $ 1,805,000 $% - § (85,000} $1,720,000 § $0,000
Capital lease—1°
Source Bank, 5.03%,

due 9/11/11 - 173,000 (38.158) 134,842 32,414
Total $1.805,000 § 173.000 ${123.158) $1.864.842 $.J22.414



VILLAGE OF BIRCH RUN
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

The Downtown Davelopment Authority (DDA) has pledged its tax increment revenues, together
with any availabte generat ravenue funds of the Authority to pay the $1,720,000 bonded debt
issued to Bank of New York. In addition, the bonds are backed by the full faith and credit of the
Village of Birch Run.

During the year ended June 30, 2003, Saginaw County refunded the Birch Run Extension #2
bond issue, which the Village is contractually obligated to reimburse. There was $925,000 of
principal remaining on the refunded sewer coniract and the value had been increased to
$935,000 remaining at June 30, 2003. The DDA is reimbursing the Sewer Fund for 71.65% of
the principal, interest and fees on the outstanding sewer contract. The remaining 28.35% is
being paid by Birch Run Township.

Annual debt service requirements to maturity for general obligation and revenue bonds and notes
are as follows:

Year Ending Business-type Activities Component Unit

Juneg 30, Frincipal interest Principal Interest
2009 $ 100000 $ 12,525 $ 122414 $ 94,529
2010 85,000 3,458 124,083 88,540
2011 100,060 8,080 130,837 82,376
2012 110,000 2,145 132,508 75,781
2013 100,000 70,305

2014-2018 - - 565,000 269,170
2019-2023 £$80.,000 110,250

Total $ 405000 $.30.218 §_ 1854842 $790.951

NOTE 8 — DEFINED BENEFIT PENSION PLAN

Plan description

The Village's defined benefit pension plan provides retirement and disability benefits, annual cost-
of-living adjustments, and death benefits to plan members and beneficiaries. The Village
participates in the Municipal Employees Retirement System of Michigan (MERS), an agent
multiple-employer plan administered by the MERS Retirement Board. The MERS Retirement
Board establishes and amends the benefit provisions of the participanis in MERS. MERS issues
a pubtlicly available financial report that includes financial statements and required supplementary
information for MERS. That report may be cbtained by writing to the Municipal Emplovees
Retirement System of Michigan, 1134 Municipal Way, Lansing, Michigan 48917 or by calling
(800) 767-6377.

Funding policy
The Village is required to contribute an amount equal to a percentage of covered payroll which is
determined based on union negotiated rates and actuarially determined rates; the current rate

ranges from 4.5% t0 5.0% of annual covered payroll. The plan also requires a coniribution from
the employees of 4.1% of gross wages for police, D.P.W. and administrative staff employees.
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NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

Annuai pension cost

For the year ended June 30, 2008, the Village's annual pension cost of $29.801 for MERS was
equal to the Village's required and actual contributions. The required contribution was
determined as part of the December 31, 2002 actuarial valuation using the entry age normal cost
method. The actuatial assumptions inciuded (a} a rate of return on the investment of present and
future assets of 8.0%, and (b) projecied salary increases of 4.5% per year compounded annually,
attributable to inflation. Both were determined using techniques that smooth the effects of short-
term volalility over a four-year period. The unfunded actuarial liability is being amorlized on a
closed basis over a period of 28 years, as of December 31, 2007, the date of the last actuanal
valuation.

Three-Year Trend information

Fiscal Annual Percentage Net
Year Pensian of APC Pension
Ending Cast (APC) Contributed Obligation

§/30/06 $ 25,392 100% $ -
8/30/07 $ 28,632 100% & -
6/30/08 $ 29,801 100% $ -

Schedule of Funding Progress

Actuariat  Actuarial Accrued  Unfunded UAAL as a
Actuarial  Value of Liability (AAL) AAL Funded Covered  Percentage of
Valuation  Assets -Entry Age (UAAL) Ratio Payroli ~ Coverad Payroll
Date {a {b} (b-a) (alb) (&) ((b-aife)
12/31/05  $ 400,584 $ 537,998 $137.414  75%  $623,713 22%
12/31/06  $ 469,411 $ 569,187 $ 99,756  82%  § 605,954 16%
12/31/07 $547,615 $ 642,659 $ 95,044 85% $616,614 16%

NOTE 9 - RISK MANAGEMENT

The Village is exposed to various risks of loss related to torts; theft of, damage to, and destruction
of assets; arrors and omissions; injuries to employees; and natural disasters. During the year
ended June 30, 2008, the Village carried commercial insurance to cover all risk of losses. The
worker's compensation insurance is the only retrospectively rated policy; any premiums accrued
are based on the ultimate cost of the experience to date of the Village. The Village has had no
settled claims resuiting from these risks that exceeded their commercial coverage in the past
three fiscal years.
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NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

NOTE 10 - CONTRACT AND INTERLOCAL AGREEMENT

The Village and the DDA entered into an agreement dated May 1, 1992, whereby the DDA
reimburses the Village on an annual basis for certain police and public works costs provided by
the Village within the DDA boundaries. For the year ended June 30, 2008, the amount
reimbursed by the DDA was $301,964.

NOTE i1 - BUILDING AND SIMILAR FEES

Michigan Department of Treasury Local Audit Lefter 2000-6 states that local units can retain
compliance with P.A. 245 of 1999, Statewide Construction Code Act, by accounting for building
department revenues in the General Fund only as long as the local unit's fee structure is not
intended to recover the full cost of the enforcing agency and the local unit has the ability to track
the full costs and revenues of this activity without creating a separate fund. The Village complies
with these provisions, and tharefore, the building department aciivity is recorded in the General
Fund.

The Village collects monies for building, electrical, mechanical, plumbing, and planning and
zoning permits and fees. The amount received for these permits for the year ended June 30,
2008 was $38,072. The expenditures incurred related to code enforcement for the year ended
June 30, 2008 were $80,275.

NOTE 12 - CONTINGENCIES/PENDING LITIGATION

The Village is engaged in routine litigation incidental {o the conduct of its affairs.

A former employee filed suit against the Village alieging wrongiul discharge. The case was
originally filed in the Circuit Court, but has been dismissed by way of motion as there is a binding
arbitration agreement. The arbitration process is scheduled for November and December of
2008. Management and counset believe the allegation is without merit and are conducting a
vigorous defense. The ultimate outcome is unknown at this time, and no provision for any loss
has been recorded in the financiat statements.

NOTE 13 - RESTATEMENT OF NET ASSETS

Beginning net assets have been restated downward $127,295 in the camponent unit. [n prior
years, streetscape costs on Beyer Road weare booked as construction in progress; however, the
camponent unit does not own the land in which the improvements were made.



REQUIRED SUPPLEMENTAL INFORMATION



VILLAGE OF 8IRCH RUN
REQUIRED SUPPLEMENTAL INFORMATION
BUDGETARY COMPARISON SCHEDULE-GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2008

Variance
Budgeted Amounts Overf(iUnder)
Original Final Actual Final Budget
Revenues

Taxes $ 180,834 & 180,754 & 180,807 & 53

Licenses and permits 64,845 64,914 67,268 2,384

Fines and forfeituras 63,181 70,008 74,719 4,711

Intergovernmental revenue 116,057 116,723 117,629 8086

Othar revenues 157,111 175,520 173,982 (1,538)
Total revenues 582,028 607,919 614,405 5,486
Expenditures

Governing body 2.586 2,360 1,859 401

Village Cletk/Treasurer 46,204 44,422 46,056 (1,634)

Public safety 453,524 494,646 481,013 13,633

Zoning departmant 16,703 15,118 14,012 1,106

Building department/ingpector 85,822 85,063 80,275 4,778

Planning commission 4,320 1,600 1,600 -

Zoning board of appeals 520 - - -

Department of public works 93,273 103,040 104,503 {1,463)

Sidewalk construction 5,000 2,638 2,638 -

Storm sewer repait/construction 2,000 3,628 1,193 2,435

Strast lighting 26,400 21,689 21,168 491

Refuse expendiiures 42,692 36,970 41,096 {4,126)
Total expenditures 779,044 811,164 795,543 15,621
Revenues over/{under) expenditures {(197.018) {203,245) {181,138) 22,107
Other financing sources (uses)

Operating transfers in/f{out) 207,800 205,282 205,461 179
Net change in fund balances 10,784 2,037 24,323 22,286
Fund balance-beginning of year 531,397 591,397 591,397 -
Fund balance-end of year % 602,181 % 593434 % 615,720 $ 22,286
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VILLAGE OF BIRCH RUN
REQUIRED SUPPLEMENTAL INFORMATION
BUDGETARY COMPARISON SCHEDULE-MAJOR STREETS FUND
FOR THE YEAR ENDED JUNE 30, 2008

Budgeted Amounts Variance
Overf/{Under)
Qriginal Final Actual Final Budget
Revenues
State revenue $ 85939 % 95786 $ 97,826 % 2,040
Interest 9,482 9,684 30,168 484
Misceltangous - 353 5,057 4,704
Total revenues 95,421 105,823 113,051 7,228
Expenditures
Highways and streets 122,182 139,400 135,539 3,861
Revenues over/{under) expenditures (26,761) {33,577) (22,488) 11,082
Other financing sources/(uses)
Transfers inf{out) {3,685) {6,616) {6,618)
Net change in fund balances {30,448) {40,193) {29,104} 11,089
Fund Balance - beginning of year 255,451 255 451 255,451 -
Fund Balance - and of year 3 225005 % 215258 $ 226,347 § 11,089
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VILLAGE OF BIRCH RUN
REQUIRED SUPPLEMENTAL INFORMATION
BUDGETARY COMPARISON SCHEDULE-LOCAL. STREETS FUND
FOR THE YEAR ENDED JUNE 30, 2008

Budgeted Amounts Variance
Qver/{Under)
Original Final Actual Final Budget
Revenues
State revenue § 22,522 % 23,536 $ 24,083 $ 547
interest 4,721 3,867 3,892 25
Miscellaneaus - 353 353 -
Total revenues 27,243 27,756 28,328 572
Expenditures
Highways and streets 104,886 104,419 97,719 6,700
Revenues overf(under} expenditures (77.643) (78,663) (69,391} 7,272
Other financing sources/(uses)
Transfers/{out) 27.685 27,675 27,675 -
Net change In tund balances {49,958} {48,988) (41,716) 7.272
Fund Balance - beginning of year 140,671 140,671 140,671 -
Fund Balance - end of year 3 90,713 $ 91683 & 98,955 § 7,272

39



INDIVIDUAL FUND FINANCIAL STATEMENTS AND SCHEDULES



REVENUES
Taxes
Heal propeny laxes
Personal property taxes
Mobile home taxss
Property lax administration fee
Total taxes

Licenses and permils
Conlractor regisiration fee
Busness licenses
Besidential permils
Commercial permits
Rental housing license fees
Riser inspection fees
Flanning comimission fees
Zoning board of appeals fees
Miscellangous revenugs-zoning
Zoning permit fees
Sign board of appeals fees

Total licenses and permits

Fines and forfeitures
State grant-police training
Charges for police services
Traftic grant reimb.-Saginaw
Crdinance fines and traffic violations
Forfeitures
Folice reports
Alarm permits/viclations
Salvage inspections
Folice service revenies
Totat fines and forfeitures

Intergovernmental revenue
State consfitutional sales tax
State liquot ficenze

Total intergovernmental revenue

Other revenues
Refuse revenue
Eqguipment reniat
Interast
Misceflaneous

Tatal other revenues

Total revenues

EXPENDITURES
Govearning body
Salaries
Waorkers' compensation
Cues, memberships and subscriptions
Community promotions
Total governing body

VILLAGE OF BIRCH RUN

OTHER SUPPLEMENTAL INFORMATION
BUDGETARY COMPARISON SCHEDULE DETAIL-GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2008

Variance
Budgeted Amounts Overf{Under)
Qriginal Final Actual Final Budget
3 iM,125 % 130,684 S 130,222 {462)
45 824 45,150 45150 -
750 750 793 43
3,135 4170 4,842 472
180,834 180,754 180,807 53
390 510 555 45
6,660 7,220 7,320 100
10,000 5,850 7.211 1,261
32,807 20,652 30,881 1,209
3,253 5,434 5,434 -
- 400 400
i.440 720 720
495 - - -
105 236 123 {111)
9200 14,792 14,642 {150)
455 . - -
64,845 64,914 67,268 2,354
1,673 1,400 1,400 -
27.720 27,720 25,601 {2,119)
3,360 1,179 2,260 1,081
17,000 26,036 30,414 4,378
. 129 128 .
500 639 844 5
5,000 4,985 5,065 70
- 1,332 1,633 301
7,928 8,588 7583 S95
63,18t 70,008 74,719 4,711
113,288 113,944 114,850 Q06
2,771 2,779 2,779 -
116,057 116,723 117,629 G06
47,734 47,609 47 471 (138}
87,473 96,924 100,402 3478
21,904 24,705 27222 2517
- 5,282 (1,113 {7,395)
157,111 175,520 173,982 {1,538)
582,028 607,919 614,405 6,486
1,428 3,009 1,037 62
8 11 7 4
150 250 250 -
1,500 1,000 665 335
2,588 2,380 1,958 401
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VILLAGE OF BIRCH RUN
OTHER SUPPLEMENTAL INFORMATION
BUDGETARY COMPARISON SCHEDULE DETAIL-GENERAL. FUND
FOR THE YEAR ENDED JUNE 30, 2008

Variance
Budgeted Amounts Over/{Under}
Original Final Actual Final Budget
Village Clerk/Treasurer
Salaries 23,235 19,820 18,923 897
Fringe bensfils 2218 1,998 1872 126
Workers' compensation 143 143 G a3
Emgpioyer taxes 1,777 1,551 1,435 116
Office suppties 1,000 500 352 148
Postage 150 80 45 35
Dues, memberships and subscriptions 228 266 266 -
Contractual/professional services 3,692 4,181 3,960 221
Legal fees 2180 4,621 4,621 -
Insurance 5,067 4,887 4,887 -
Telephone 422 377 3589 18
Travei and training 400 100 96 4
Mileage 412 250 220 30
Printing and publishing 200 100 78 22
Utilities 3.800 4,570 4,110 460
Miscellaneous 175 61 3,855 {3,794)
Furniture, fixtures and eguiprment 1,134 917 917 -
Total village clerkireasurer 48,204 44,422 46,056 {1,634)
Public safety
Salaries 293,290 298,290 285114 B 176
Fringe benefils 49293 50,280 49,743 537
Workers' compensation 5817 5,817 4,253 1,564
Employer taxes 21.859 21,859 21,393 466
Office supplies 1,200 1,350 1,351 (n
Postage 350 300 240 &80
Dues, memberships and subscriptions 349 349 287 52
Contractual/prolessional services 10,6497 10,884 10,796 198
iegal fees B.280 15,802 15,102 700
Insurance 13,018 12,581 12,581 -
Lhniforms and accessories 2,000 1,365 1,854 (489)
Uniform cleaning a00 893 a3 162
Hepairs and maintenance 250 303 2302 1
Telephone 2.400 1,387 1,279 108
Travel and training 4,688 3.250 2,882 858
Mileage 873 557 372 185
Forleiture expenses - 4,392 4,392 -
Salvage inspections . 1,112 3,224 (2.112)
Printing and publishing 350 100 e 28
Reimbursable expanses 300 300 {15 315
Litilities 3.800 4,366 4104 262
Bad dabis . 70 70 -
Police sarvices 250 142 142 -
Furniture, fixtures and equipment 2.569 2,782 1.546 936
Vehicle expgnses 9,040 11.852 10.624 1.228
Vehicle replacement - 32,000 31,965 35
Fuel expensas 22,050 17,053 16,489 564
Total public safety 453,524 494,646 481,013 13,633

41



Zoning department
Salaries
Fringe benefits
Workars' compensation
Employer taxes
Ofttice supplies
Postaga
Dues, memberships and subscriptions
Contractual/professional services
Legal fees
tnsurance
Telaphone
Travel and training
Mileage
Printing and publishing
Furniture, fixtures and equiprnent
Resource material
Total zoning department

Building department/inspector
Salaries
Fringe benelits
Workers' compensation
Employer taxes
Gifice supplies
Postage
Dues, memberships and subscriptions
Contractual/professional services
Legal fees
Insurance
Telephone
Travel and training
Mileage
Printing and publishing
Reimbursable expensas
Miscellaneous expenses
Furnitura, fixtures and aquipment
Rasource material

Total building department/Inspectar

Planning commission
Salaries
Total planning commizsion

Zoning board of appeals
Salaries
Total zoning board of appeals

VILLAGE OF BIRCH AUN

OTHER SUPPLEMENTAL INFORMATION
BUDGETARY COMPARISON SCHEDULE DETAIL-GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2008

Variance
Budgeted Amounts Over/{lInder)
Qriginal Final Actual Final Budgaet
6,528 6,528 6,265 263
3.439 3433 2,758 681
78 73 58 20
499 499 443 56
100 58 56 2
300 200 a7 103
14 12 12 -
1,813 1.000 1,376 {376)
216 218 169 a7
1.261% 1.209 1,208 -
66 66 57 9
1,200 150 77 73
50 50 34 16
720 1.844 1,232 112
229 169 169 -
160 100 - 100
16,703 15,118 14.0%2 1.108
39,498 38,498 38,357 1341
20,867 21,644 20,625 1.019
369 369 270 g9
3.022 3,022 2,598 424
600 100 45 &85
200 100 117 (17
58 49 49 -
14,384 14,384 12,515 1,889
a64 864 857 207
1,791 1,73 1,731 -
830 830 926 4
450 250 208 44
516 516 525 (9}
432 200 160 40
50 30 128 (98}
1,584 1.018 1,018 -
300D 448 448 -
85,822 85,063 80,275 4778
4,320 1,600 1,600 -
4,320 1,800 1,600 -
520 - - -
520 - - -
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VILLAGE OF BIRCH RUN
OTHER SUPPLEMENTAL INFORMATION

BUDGETARY COMPARISON SCHEDULE DETAIL-GENERAL FUND

Department of public works
Salarias
Fringa benatits
Workers' compansation
Employer taxes
Office supplias
Postage
Building maintanance
Supplies and materiais
Salt purchase
Dues memberships and subscriptions
Contractual/profassional services
Legal faes
Insurance
Repairs and maintenance
Talephone
Travel and training
Printing and publishing
Reimbiirsable expenses
Litilittes
Miscellaneous axpanses
Furniture, fixtures and eguipment
Vehicle expanses
Fue! expense

Total depariment of public works

Sidewalk construction
Sidewalk construction
Total sidewalk construction

Storm sewer repair/construction
Storm sewer repair/construction
Total storm sewer repair/construction

Street lighting
Streel lights
Total street lighting
Retuse expenditures
Refuse expenses
Total refuse expenditures
Total expenditures
Revenues overf{under) expenditures
Otier financing sourcesf{uses)
Qperating transfers in/{out)
Transfer in-DDA
Transter in-sewer
Transfer in-water
Total operating transfers
Total other financing saurcesf{uses)
Met change in fund halances
Fund balance-beginning of year

Fund balance-end of year

FOR THE YEAR ENDED JUNE 30, 2008

Variance
Budgeted Amounts QOver/(Under)
Qriginal Final Actual Final Budget
40,876 44 110 44 756 {648)
2.828 2.2 2,695 17
1,195 1,165 a75 320
3,069 3,368 3417 493
800 300 255 45
80 50 28 22
2.500 2,500 1,813 587
2.201 2,529 2,380 139
- 881 881 -
69 82 62 -
2.7 2.701 2.621 a0
- g 9 -
6.204 5,995 5,995 -
2.500 3,849 3,154 685
603 603 485 118
190 100 100 -
50 106 106 -
L4 472 20 452
3,800 5,046 5,598 398
150 125 125 -
869 307 713 {4086)
7,000 12,629 11,899 &30
15,600 12,441 16,306 (3,865)
93273 103,040 104 503 (1,463)
5,000 2,638 2 638
5000 2,638 2,638 -
2,000 3628 1,193 2,435
2,000 3,628 1,183 2,435
26,400 21,6688 21,198 491
26,400 21,689 21,198 491
42 6G2 36,970 41,096 (4,126}
42,682 36,370 41,096 (4,126)
779,044 811,184 795,543 15,621
{197 018) (203,243) (181,138) 22,107
189,500 196,282 197 161 179
4,100 4,100 4,100 -
4,200 4,200 4,200 -
207,800 205,282 205,461 179
207 800 205,282 205,461 179
10,704 2,037 24,323 22,286
591,397 591,397 591,397
5 602,181 § 593,434 615,720 22 286
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VILLAGE OF BIRCH RUN

QOTHER SUPPLEMENTAL INFORMATION
BURGETARY COMPARISON SCHEDULE DETAIL-MAJOR STREETS FUND

Revenues
Act 51 funds
Meiro act revenue
lnterest
Misceilanecus

Total revenues

Expenditures

Routine Maintenance
Salaries
Fringe benefits
Workears' compensation
Employer taxes
Office supplies
Strest sign expenses
Maintenance axpenses
Telephone
Employes reimbursament
Maintenance and equipment rentaf
Bad debt expense

Total routine maintenance

Snow and ice control
Salaries
Fringe benefits
Workers' compensation
Employer taxes
Snow and ice conircl expenses
Equipment rental

Total snow and ice control

Administration and other
Traffic services
Contractual/professional services
Legal fees
Insurance

Total administration and other

Total expenditures
Revenues over/{under} expenditures
Qther financing sources/{uses)
Operating transfers
Transfers in
Transfers out
Taotal operating transfers
Net change in fund balances

Fund balance-beginning of year

Fund balance-end of year

FOR THE YEAR ENDED JUNE 30, 2008

Variance
Budgeted Amounis Over/{Under)
Original Finai Actual Final Budget
85,939 & 89,808 % 91,848 § 2,040
- 5978 5,878 -
9,482 9,684 10,168 484
- 353 5,067 4,704
85 421 105,823 113,051 7,228
20,952 26,048 25,729 319
1,353 1,649 1,513 136
1,045 1,045 764 281
1,584 2,094 1,964 130
100 80 24 26
400 400 321 79
43,027 51774 50,417 1,357
33 - - -
508 {213} (215) 2
21,775 21775 19.345 2,430
. - 1,000 {1,000)
98,777 144,622 100,862 3,760
5,289 8,462 8,462 -
333 466 456 30
180 180 138 81
421 845 646 (1)
5,707 3.879 3,879 .
5,509 15,878 15,878 -
17,449 28,520 29,480 60
240 285 402 {107)
6,197 4,499 4,351 148
1,440 388 388 -
79 76 78 -
7,856 5,258 5217 41
122,182 139,400 135,838 3,861
{26,761) (33,577) (22,488} 11,088
17,800 15,838 15,836
(21,485) (22 452) (22,452}
{3,885) (6,818} {6,616}
(30,446} {40,193) {29,104) 11,089
255,451 256,451 255 451
225005 & 215258 % 226,347 % 11,089
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Revenues
Act 81 funds
Interest
Miscellaneous

Total revenues

Expenditures

Routine maintenance
Salaries
Fringe benefits
Workers' compensation
Employer taxes
Office supplies
Maintenance expenses
Telephong
Employee reimbursement
Equipment usage maintenance

Total routine maintenance

Snow and ice control
Salaries
Fringe benefits
Workers' compensation
Employer taxes
Snow and ice control expanses
Equipment rental

Total snow and ice control

Administration and other
Confractual/professional services
Lagal fees
Insurance
Totat administration and other
Totat expenditures
Revenues over/{under) expenditures

Other financing sourcesf{uses)
Transfer in

Net change in fund balances
Fund balan¢e-beginning of year

Fund balance-end of year

VILLAGE OF BIRCH RUN
OTHER SUPPLEMENTAL INFORMATION
BUDGETARY COMPARISON SCHEDULE DETAIL-LOCAL STREETS FUND
FOR THE YEAR ENDED JUNE 30, 2008

Variance
Budgeted Amounts Over/{(Under)
Qriginal Final Actual Final Budget
$ 22522 % 235368 % 24083 $ 547
4,721 3,867 3,892 25
- 353 353 -
27,243 27,756 28,328 572
16,821 18,180 18,067 113
1,114 1,23 1,138 23
855 855 825 230
1,306 1,447 1,382 65
100 50 7 43
50,430 50,430 46,435 3,995
33 - - -
508 219 217 2
16,825 10,130 8,016 2,114
87,792 82,542 75,887 6,655
4,436 6,539 6,599 -
273 404 398 6
143 143 104 39
352 504 504 -
3,966 2,920 2,920 -
4,738 9,564 9,564 -
13,908 20,134 20,089 45
1,667 1,667 1,667 -
1,440 - . -
79 75 76 -
3,186 1,743 1,743
104,886 104,418 97,719 5,700
(77,643) {76,663} (69,381) 7,272
27,685 27,675 27,675
(49,858) {48,588) (41,718) 7,272
140,671 140,871 140,671
$ 9,713 § 91,683 § 098,956 % 7,272
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VILLAGE OF EIRCH RUN
COMPONENT UNIT
DOWNTOWN DEVELOPMENT AUTHORITY
BALANCE SHEET/STATEMENT QF NET ASSETS
JUNE 30, 2008

DOWNTOWN STATEMENT
DEVELOPMENT QOF NET
AUTHORITY ADJUSTMENTS ASSETS
Assets
Cash and cash equivalents 3 468,672 % - $ 499,572
Taxes receivable 17,375 - 17,375
Accounts raceivabla 338 - 338
tnterest receivable 2.830 - 2,830
Mondepreciable capital assels - £9,043 89,043
Depreciable capital assels, net - 535,825 535,626
Total assets $ 520,115 624,668 1,144,783
LIABILITIES AND FUND BALANCES
Liabitities
Accounts payable 5 47 - 471
Accrued expenses 3742 . 3,742
Accrued interest - 12,572 12,872
Long-term debt:
Due within one year - 122414 122,414
Due in mare than one year 1,732,428 1,732 428
Total labilities 4,213 1,867,414 1,871,627
Fund balances
Unreserved 515,802 {515,902} -
Total fund halances 515,802 {515,902} -
Total liabilities and fund balances b 520,115
Net assets
Invested in capital assets, net of related debt {1,242,746) {1,242,748)
Unresiricted 515902 515,902
Total net assets {deficit} B (726,844 % {726,844)
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VILLAGE OF BIRCH RUN
COMPONENT UNIT
DOWNTOWN DEVELOPMENT AUTHORITY
STATEMENT OF REVENLIES, EXPENDITURES AND CHANGES IN FUND BALANCE/STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2008

DOWNTOWN STATEMENT
DEVELOPMENT OF
AUTHORITY ADJUSTMENTS ACTIVITIES
Revenues
Taxes 3 773,993 & -3 773,993
interest 30,563 . 30,593
Miscellaneous 10,936 - 10,936
Total revenues 815,522 . 815,522
Expenditures/Expenses
Salaries and wages 66,447 - 66,447
Payrall taxes and fringe benefits 17,501 - 17,501
Office supplies 642 - 642
Dues, mamberships and subscriplions 1,844 - 1,844
Frofessional seyvices 31,532 - 31,532
Insurance 2,494 - 2,494
Travet and training 461 - 467
Printing and publishing 237 - 237
Liilities 5,273 - 5273
Haliday deccrations expense 475 - 475
Maintenance expense 112,063 - 112,063
Hydrant rental 2,025 - 2,025
Miscellaneous 757 - 757
Cangztruction projects 354,196 354,196
Furpiture, fixdures and equipment 178,337 (174.626) 3,711
Fees 300 300
Depraciation - 39,838 39,938
Debt service:
Principal 85,000 {85,000} -
Interest expense az 780 4,838 97,618
Total expenditures/expenses 952 384 {214,850} 737,514
Excess {deficiency) of revenues over {under}
expendituresfexpenses {136,842) 214,850 78,008
Other financing sources {uses})
Operating transiers in (out) (3G1,964) - {301,964}
Equipment financing 134,842 {134,842} -
Gain on asset trade-in - 15,000 15,000
Total other financing sources (uses) (167,122} {119,842} (286,964}
Net change in fund balance/net assets (303,964} 85,008 {208,956}
Fund balance/met assets (deficit, beginning of year-restated £19,866 {1,337,754) {517,888}
Fund balance/net assets (deficit), end of year 8 815902 § (1,242,746} § (726,844}
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Certified Public Accountants
REPORT ON COMPLIANCE AND ON INTEBNAL CONTROL OVER
FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

September 22, 2008

Viltage Coungil
Village of Birch Fun
Birch Run, Michigan

We have audited the financial statements of the governmental activities the business-type activities, the
aggregate discretely presented compaonent units, each major fund, and the aggregate remaining fund
information of The Village of Birch Run as of and for the year ended June 30, 2008, which collectively
comprise The Village of Birch Run’s basic financial statements and have issued our report dated
September 22, 2008. We conducted our audit in accordance with generally accepted auditing standards
and the standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptrolter General of the United States.

Internal Controt Qver Financial Reporting

In planning and performing our audit, we considered The Viflage of Birch Rur's internal control over
financial reporting in order t¢ determine our auditing procedures for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion on the effectiveness
of The Village of Birch Run's internai control over financial reporting. Accordingly, we do not express an
opinion an the effectiveness of The Village of Birch Run’s intemat control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow management or
emplovees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of control
deficiencies, that adversely affects The Village of Birch Run's ability to initiate, authorize, record, process,
or report financial data reliably in accordance with generally accepted accounting principles such that
there is more than a remote likelihoad that a misstaternent of The Village of Birch Run's financial
statemenis that is more than inconsequential will not be prevented or detected by the Vilage of Birch
Run's internai control.

A material weaknessis a significant deficiency, or combination of significant deficiencies, that results in
more than a remote kkelihood that a material misstatement of the financial statements will not be
prevented or detected by The Village of Birch Run's internal control.

Qur consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in internal control that
might be significant deficiencies or material weaknesses. We did not identify any deficiencies in internal
control over financial reporting that we consider o be material weaknesses, as defined above.

G-2302 STONEBRIDGE DRIVE, BUILDING B, FLINT, MICHIGAN 48532
{B10} 230-8200 FAX # (810) 230-8203



Compliance
As part of obtaining reasonable assurance about whether The Village of Birch Run's financial statements

are free of material misstatement, we performed tests of its compliance with certain provisions of laws,
reguiations, contracts and grants, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance that are required to be reported under

Govemment Auditing Standards.

We noted other matters that we reported to the management of The Village of Birch Run in a separate
letter dated November 24, 2008.

This report is intended for the information and use of the management and of the members of the board of
The Village of Birch Run and not intended ta be and should not be used by anyone other than these
specified parties .

e s fpetgue 7L
TAYLOR & MORGAN, P.C.
Certified Public Accouniants

49



Tayl

an

Certified Public Accountants

November 24, 2008

To the Village Council of
Village of Birch Run

We have audited the basic financial statements of Village of Birch Run (the “Village™) for the year ended
June 30, 2008, and have issued our report thereon dated September 22, 2008. Professional standards
require that we provide you with the following infermation related to our audit.

Our responsibility under Generally Accepted Audited Standards

As stated in our engagement letter dated May 15, 2008, our responsibility, as described by professional
standards, is to plan and perform our audit {0 obtain reasonable, but not absolute, assurance that the
pasic financial statements are free of material misstatement and are fairly presented in accordance with
accounting principles generally accepted in the United States of America. Because of the concept of
reasonable assurance and because we did not perform a detailed examination of ail transactions, there is
a risk that materiat errors, irreguiarities, or illegal acts, including fraud and defaleations, may exist and not
be detected by us.

As part of our audit, we made a study and evaluation of the plan’s system of internal accounting control to
the extent we considered necessary solely to determine the nature, timing and exient of our auditing
procedures. Our study and evaluation was more limited than would be necessary 10 exprass an opinion
on the system of internal accounting control taken as a whole, and accordingly do not express such an
opinion.

Internal Control over Financiat Reporting

in planning and performing our audit, we considered The Village’s internal controt over financiat reporting
in order to determine our auditing procedures for the purpose of expressing our opinion on the basic
financial statements and do not provide assurance on the internal control over financial reporting.

Our consideration of the internal control over the financial reporting would not necessarily disclose all
matters in the internal controt over tinancial reporting that might be material weaknesses.

A material weakness is a condition in which the design or operation of one or more of the internal control
components does not reduce to a relatively low tevel the risk that misstatements in amounts that would be
matetial in relation to the financial statements being audited may occur and not be detected within a
timely period by employees in the nermal course of performing their assigned functions.

We noted no matters invalving the internal control aver financial reporting and its operation that we
consider to be material weaknesseas.

G-2302 STONEBRIDGE DRIVE, BUILDING 3, FLINT, MICHIGAN 48532
{810) 230-8200 FAX # (810) 280-8203



Signiticant Accounting Policies

Management has the responsibility for selection and use of appropriate accounting policies. in
accordance with the terms of our engagement letter, we will advise management about the
appropriateness of accounting policies and their application. The significant accounting policies used by
the Village are described in Note 1 to the financial statements. We noted no transactions entered into by
the Village during the year that were both significant and unusual, and of which, under professional
standards, we are required to inform you, or transactions for which there is a lack of authoritative
guidance or consensus.

Significant Audit Adjustments

For purposes of this letter, professional standards define a significant audit adjustment as a proposed
correction of the financial statements that, in our judgment, may not have been detected except through
our auditing procedures. We proposed the following audit adjustments that could, in our judgment, either
individualty or in the aggregate, have a significant eftect on the Village's financial reporting process.

1. Recording asset additions and dispesais in the proprietary funds
2. Recording current year depreciation expense in the proprietary funds

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a matter,
whether or not resolved to our satistaction, concerning a financial accounting, reporting, or auditing matter
that could be significant to the financial statements or the auditor's report. We are pleased to repott that
no such disagreements arose during the course of our audit.

Consultations with Other Independent Accountants

in some cases, management may decide to consult with other accountants about auditing and accounting
matters, similar to obtaining a “second opinion” on a certain situalion. If a consultation involves
application of an accounting principle to the Township's financial statements or a determination of the
type of auditor's opinion that may be expressed on those statements, our professional standards require
the consulting accountant to check with us to determine that the consultant has all the relevant facts. To
our knowledge, there were no such consultations with other accountants.

Issues Discussed Prior to Retention of Independent Auditors

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention of as the Village's auditors. These discussions
oceurred in the normal course of our professional relationship and our responses were not a condition to
our retention.

Difficulties Encountered in Performing the Audit
We encountered no difficulties in dealing with management in parforming our audit.



Management Comments and Recommendations
internal Controls — Segregation of Dutfes

The Village, due to its size and staffing, is limited in implementing the controls provided with segregation
of duties. Although a full and complele segregation of duties would not be cost-effective, there are
procedures that have been implemented to help improve internail controls. One such procedure is having
the Village Manager review and sign off on all bank reconcifiations and maonthly bank statements,
including cancelled checks. We recommend this procedure be continved, and we also recommend the
Viflage Manager review and sign off on all journal entries.

internal Controls — Personnel files

During our payroll testing it was noted that many employee |-9 forms were incomplete. We recommend
that personnel files be updated to ensure that all employment forms are complete and included therein.

This information is intended solely for the use of the Village Council of the Vilage of 8irch Run and its
management and should not be used for any other purpose.

ay or & Morgan P. cC., CPA’

Flint, Ml



